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Utah Mining Association
KEABNS BUILDING

SALT LAKE CITY, UTAH 84101
(801) 364-1874!M!

JACK E. CHRISTENSEN
EXECUTIVE VICE PRESIDENT

June 1!, 1982

Mr. Cleon B. Feight
Division of 0il, Gas 6 Mining
\241 State Office Building
Salt Lake City, Utah 84114

Dear Cleon:

At a meeting held yesterday of the Utah Mining Associationrs
Executive Committee, the enclosed Proposed Guidel ines for Surety
Contracts were presented by Mr. James Holtkamp representing Atlas
Minerals, a member of the Utah Mining Association. Mr. Tom Tetting
of your staff was present.

A motion made and duly seconded that the Utah Mining Association
join with Atlas Minerals in submitting these Guidel ines to the
Board of 0i l, Gas E Mining, passed unanimously.

Your concurrence and affirmative response to this action would be
greatly appreciated.

rely,

Jack E. Chr i stensen
ive Vice President

JEc/g

cc: Ron Daniels
Tom Tetting
Atlas Minerals
James Hol tkamp

JAMES B, LEE
PFIESIDENT

W, H. JENSEN
VICE PRESIDENT

JAMES A. THOMPSON
VICE PFESIOENT

ROBERT L. HAFFNER
VICE PRESIOENT
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PROPOSED GUIDELINES FOR SURE'TY CONTMCTS

GUARANTEE RECLAMATION OBLIGATIONS

PURPOSE OF PROPOSAL.

TheBuaranteeofreclamationobligationsbysuretycon-

tract is one of a number of alternative Eurety arrangementg

authorized under the Utah Mined Land Reclamation AcE' The Pro-

posed guidelines herein establish a means to determlne whether

surety conErscts are appropriate, based on the submittal of

certain financial daLa Eo demonstrate financial sEability' The

purpose of the guidelines is to encourBge qualified oPeraEors

Co commit to the cost of reclamation without having to bear the

burden of setting aside financial resources which could be more

productivelY used elsewhere'

The Mined Land Reclamation Act aIlows the Board of 0ll'

Gas, and Mining (the "Board") to approve a form of surety which

may include "a wriEten contractual agreement" (ut8h code Ann'

$40-8-r4 (3) ) . In addition, the Board 1s requlred to conslder

the operator,s financial status, sssets wichin Ehe Etate'

history of performance, and facilities to carfy out the work

(Id.)TheseguidelinesareintendedtoassisttheBoardln

evaluating these factors as they may rel-ate to such Eurety

arrsngements.
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The Iegislarure, in ensctlng .$40-8-r4(3), clearly

intended to provide for flexibillty in EureEy arranS,emenEE'

whi.h would allow the Bo.ard to engure completlon of reclamation

obligations withouE unnecessary burdene on the operators. If

an operaEor can demonstrate its continuing flnancial capablllty

to comply wi th reclamat ion requiremenEs, then Ehere lg no

reason lrhy the operaEor should be required to 8eC aelde needed

furrds or asseEE. Thls same consldera[1on 1e reflecEed ln Ehe

surety requlrement regulatlons of a number of federal and'8Eat€

agencies which are discussed in more detail below.

CurrenEly, Utah Code Ann. $40-8-f4 is implemenEed by

Rule l.{-5. The guidelines proposed herein wouId, if adopted,

become a neht Rule I''1-5A

I I. SU},IMARY OF PROVISIONS.

Essentialty, the proposal would allow for a sureEy

contract between the Board and the oPerator. In suPPort of Ehe

appL icat ion for such a contract, the aPPlicant Trould be

required to provide cerEain financial daEa Eo Ehe Board Ehrough

the Division of 0il, Gas, and l"lining (the "Division")' If Ehe

applicant is a publicly held comPany, it would be required to

provide Eo Ehe Board copies of various filings made wlth Ehe

United StaCes SecuriEles and Exchange Comml88ion, ParEicUlarIy

the l0-K report, which details the currenE financial healrh of
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rhe company. lf the applicant 1s noE a publtcly held corPors-

tion, 1t would be requlred Eo eubm!t Co the Board a flnanclal

statemenl prepared by an lndependent accountanE' 'J

The purpose of Ehe requlrement to provide coPles of

Securities and Exchange Commisslon filings ls to ensure thaE

Ehe Board has all of the available data wlEb regard to the

f inanc iaI health of the application- The Securi Eies and Ex-

change Commisslon rules require sEricf full dlscloeure of a

corporation's flnancial sErucCure including noE only profiC and

loss informaEion, buE also informati.,n with regard to manage-

ment, ouCsCanding litigation or enforcernent, company holdinge,

and other similar information.

Undertheproposal,theBoardwouldaPProvethesureEy

contracE application if the maEerials submiEted wiCh the

applicat ion demonstrate thaE Ehe aPpl icanE has net worth

sufficient to satisfy the reclamation obligaEions, hae aegets

in the State of Utah sufficlent to satisfy a judgment for

reclamation should iE be necessary to l-itigate the contracE

agreemenE , and has the phys ical capabi 1i ty, includ ing sEaff

expertise, to complete reclamation'

An aPPlicaEion may be disapproved or 8n Bg'reenent may be

revoked or modified by the Board afEer notice to the oPerator

and the opportunity for.Ehe oPerator to Present evidence or in-

formation on the matter at a hearing before the Board, if the

operator so desires
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III. OTHER REGULATIONS.

The 6urety conEracE is e6sentlaIly a self-bonding agree-

ment. such self-bonding arfangements , are not unique. For

exarnple, the Envlronmental ProEectlon Agency, Ehe 0fflce of

Sur f ace |,11n lng Reclamat lon and Enf orcement, and the I'lyoning

Deparrmenr of Environmental Quality all have self;bonding

regulaEions. In additlon, the Nuclear Regulqtory Commisslon le

actively considering a self-bonding proposal for mill taillnge'

All of the self-bonding resuIations are based on the

necessity to satlsfy the regulatory authority of the flnancial

srability of the BppllcanE. The varioue flnancial crlterla 1n

these regulations are tailored E9,,phe partlcular PurPoBe of the

regulation. For example, in the Envtronmental Protdction

Agency regularions (40 cFR Part 264 (Subpart H) and 265 (Sub-

parr H); 47 Fed. Reg. 15032-L5074 (Aprll 7,1982)), the EPA hae

esrablished detailed financial test criterla to EuPPort the

f inanc iaI assurance relat ing to closure and Post-cloeure of

hazardous waste treatment, storage, and dlsposal facilities'

The financ iaI tests consist of two baslc alternatives' one of

which is tied to the bond rating used by Standard and.Poor's or

Moody's. In its preamble to the regulations, the EPA indicates

that the purpose of the bond rating crlterla 1s to accommodate

utilities, which, because of unique financial Etructures, Csll-

rrut use lhe tnore tradlfional financial crlterla (47 Fed' Reg'

r5034).
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It should be noted thaE the EPA repulations are deelgned

noC only to provide for financial assurance for the closure of

a hazardous LrasCe management facitity buE also to prOvide

assurance for the po6t-closure maintenance of the faciltty lnto

the indefiniCe future. In adtjitlon, the EPA ls concerned wtth

liCerally thousands of hazardous ldaEEe management facllltlee,

with the result that it cannot deal with case-by-caee determln-

aLions as well as an agency which regulates a much smaller num-

ber of facilities.

The OSM self-bonding regulaEions (30 CFR Subchapter J;

45 F-ed. Reg. 52306 (Augtrst 6, f 980)) requlre noE only evldence

<lf financ ial stabiliEy for self-bonding, but also collaCeral or

security interesCs in favor of OSM sufficienE to guarantee the

self 'ond. OSF1 operates under a very detalled and exEenslve

set of reclamation regulations which do not allow much flexi-

bility with regard to designing a reclamatlon plan. Ae a re-

sult, 0SFl has imposed a very stricC 8et of eelf-bondlng regula-

tions. It should be noted, however, that 0st"t hae proPoBed neht

bonding regulations (40 Fed. Reg.45082 (Septernber 30, 198f))

which would eliminate the requirement for putting uP peraonal

or real property as collateral to back the self-bonding ar-

r angement .

The NRC i s cons ider ing self-bond ing re8ulat ions for

uranium mill tailings reclamation. At thie Point, the NRC hae

not forrnally made any proposal, although it has indicated iE ls
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examining a number of self-bondlng regulations. It should be

noted that the NRC is concerned not only with reclamatlon of

nill tailings but also wirh long-ternr stabiLization and msin-'

tenance. In this regard, it should be noted EhaE the Uranlum

tlill Tailings Control and Reclamatlon AcE prov{dee for the

transfer to the federal or Btate SovernmenE, aB 8PProPrl8Ee, of

reclaimed uranium mill tailings sites to ensure long-term 8t8-

bility.
ln comparing r.if-bonding regulaEions with the guide-

Iines proposed herein, a number of lmporEant considerations

should be Lept in mind. First, the Board of 0i1 Gas and Mining

oversees a relatively slnall number of operaElons' Ae a result,

it is easier for che Board Eo make declsions on I case-by-c8se

bas i s . In add i t ion, the purPose of the I'lined Land Reclamat lon

Act is Co require reclamation of disturbed lands, after uhich

the opcrator will be under no furEher obligation lneofar ag

involvement with the reclaimed lands is concerned' Thie means

that the financial burdens surrounding reclamation will esBen-

tially disappear after the reclamaEion is complete.

The proposed gu idel i nes are des igned for mine oPera-

tions. Because of the unique problems and circumstances sur-

rounding uranium mill tailings reclamation, uranium mi11 tall-

ings reclamation sureties should be governed by a different set

of procedures. It msy be advisable to conslder seParate eureEy

reguLations relating to uranium mllls in order Co be conElsEent

with the NRC reS.ulations ol6"_u theY have been Publiehed '
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') UTAH BOARD OF OIL, GAS AND MINING

PROPOSED GUIbELINES FOR SURETY CONTRACTS TO

GUARANTEd RECLAI'TATION OBLIGATIONS

(RULE M-5A)

Utah ,Qode Ann. $ 40-8-14

RULE I.{- 54 - SURETY CONTMCTS.

(a) An application for surety contract ghatl contain the fol-

lpwing infornation:
(t) IdentificaEion of operator.

(2) Identification of oPeration(s). ,

(3) Idenrification of record mineral owner(e) of land(e)

Eo be mined.

(4) EsEimaEed reclamation coete.

(5) Nature of actlvlty(leg) or obligatlon(e) to be

covered by contracE, {ncluding datee of cgnmenceqent

and concluslon. The requireuent nay be eaEislfed by

reference to Ehe approved reclamaEion by plan or

plans, 88 aPProPriate.

(6) Other sureEies or bonds in the State of Utah.

(7) If the aPPllcant is a publicly held corporation.,

(i) A copy of the lateeE lO-K rePort gubnltted to

the Unl.ted States Securitlee and Exchange

Cournlssion.
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(8)

(fi) Any otber requlred rePorq or regletration

statement eubmitted by the sPPllcant to the

Unlted SEates Securltles and Exchange Commls-

sion and the UEah Securitieg Comnieslon wlEhln

the preceding Year.

If rhe applicant is not a publicly-heId corporatlon,

(i) A financial scatement prepared by an indepen-

dent certified publlc accouncant under gener-

ally accepted accountlng prlnclpl-ee.

A de'dcription of the facilicies, equipment and ma-

terial in'appllcant's pobsession or control, ol

avallable to appllcant Bo carry out reclamatton

work. Thie requlrement may be satlefled by

referring to the aPptlcable portion of Ehe approved

reclamation plan or plane covering the reclanatlon.

(b) Applicant shall eubmlt Ehe foltowing annual rePorEs Eo the

Division:

(r) If appticant is a publlcly-heId corPoration, a coPy

of the appllcbnt's latest I0-K report submitEed to

the United StaEes Securities and Exchange Commiselon.

If appllcant is not a publicly held corporatlon, a

copy of I currenE flnanclal EEateoent Prepared and

certifled by an independent certified public ac-

countant under generally accepted accounting prlncl-

ples.
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Board shall approve an application for surety contract

the applicaEion and supporting materials demonefrate

following:

AppIicanE has neE working capital and tangible net

worth sufficient to satlefy the reclamation obllga-

tions.

AppllcanE hae sufficient assete (borh real and per-

6onal property) ln Ehe State of Utah to satlsfy E

judgment for the cosEs of reclamation.

Appficant has sufficient etaff expertise qv,atlable

Eo carry out and/or supervise the required reclana-

Eion work. Supervleion includee the capablllty to

conEract alI or part of the required reclamatlon

work to other partles.

(c) The

if
the

(r)

(2)

(3)

(d) Upon approval of the applicatlon by the Board, the Board

and the applicant shall execute a surety contract eetab-

lishing the folLowing terms and condlElone:

(l) The duration of the obligat{on.
(2) The estimaEed reclamaEion costs, with the provielon

that the estimated cosEe may be adjusted periodi-

cally by the Division after notice to the appllcanE

and opportunlty for hearlng before the Board, 1f

requested by the appllcanE

(3) A reference to the reclauration plan or plans covered

by the obligation.
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(4) The procedures for invoklng the obligation if the

reclanation plan or plans are nog followed in ehole-

or in slgnlficant Part.

(e) The Board may dieapprove 8n aPPlicatlon for eurety con-

tract or revoke or eubecanEtally modify a contract only

after thirty days' notice to the operator and after

allowing the operator a hearing on the record before the

Board, if the operator so deslres. In euch a hearing, the

operator shall have the righE .to call and croaE-examlne

wiEnesse' and pr"""irf such credible evldence as 1t nay

deem necessary to suPPort Ehe contract'
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